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l. INTRODUCTION

Section 748 of the Dodd-Frank Wall Street Reform and Consumer Protection Act?
amended the Commaodity Exchange Act (“CEA”) by adding Section 23, entitled “Commaodity
Whistleblower Incentives and Protection.” 2 CEA Section 23 established a whistleblower
program under which the Commodity Futures Trading Commission (the “Commission” or
“CFTC”) will pay awards, based on collected monetary sanctions and under regulations
prescribed by the Commission, to eligible whistleblowers who voluntarily provide the
Commission with original information about violations of the CEA that lead either to a “covered
judicial or administrative action” or a “related action.”® CEA Section 23 also established the
Commodity Futures Trading Commission Customer Protection Fund (“Fund’), which is used to
pay whistleblower awards and to fund “customer education initiatives designed to help
customers protect themselves against fraud or other violations of [the CEA], or the rules and
regulations thereunder.”*

CEA Section 23(g)(5) requires the Commission to transmit an annual report to the
Committee on Agriculture, Nutrition and Forestry of the Senate, and the Committee on
Agriculture of the House of Representatives, on the following:

e Commission’s whistleblower program, including a description of the number of awards
granted and the types of cases in which awards were granted during the preceding fiscal

year,;
1 Dodd-Frank Wall Street Reform and Consumer Protection Act, Pub. L. No. 111-203, § 748, 124 Stat. 1739
(2010).
2 7 U.S.C. 8 26 (2018).
3 A “covered judicial or administrative action” is “any judicial or administrative action brought by the

Commission under [the CEA] that results in monetary sanctions exceeding $1,000,000.” 7 U.S.C. § 26(a)(1). The
term “related action,” when used with respect to any judicial or administrative action brought by the Commission
under the CEA, means “any judicial or administrative action brought by an entity described in [7 U.S.C.

8 26(h)(2)(C)(i)()-(V1)] that is based upon the original information provided by a whistleblower pursuant to [7
U.S.C. § 26(a)] that led to the successful enforcement of the Commission action.” Id. § 26(a)(5).

4 7 U.S.C. § 26(g)(2).



e customer education initiatives that were funded by the Fund during the preceding fiscal
year;

e Dbalance of the Fund at the beginning of the preceding fiscal year;
e amounts deposited into or credited to the Fund during the preceding fiscal year;

e amount of earnings on investments of amounts in the Fund during the preceding fiscal
year;

e amount paid from the Fund during the preceding fiscal year to whistleblowers;

e amount paid from the Fund during the preceding fiscal year for customer education
initiatives;

e balance of the Fund at the end of the preceding fiscal year; and

e complete set of audited financial statements, including a balance sheet, income
statement,® and cash flow analysis.

This report covers the period from October 1, 2019 through September 30, 2020 (“Period”).
1. WHISTLEBLOWER PROGRAM AND WHISTLEBLOWER AWARDS

During the Period, the Commission granted 16 applications for whistleblower awards,
totaling approximately $20 million, to be paid to individuals who voluntarily provided original
information or analyses that led to successful enforcement actions. The 11 Final Orders granting
those awards include three orders involving multiple whistleblower awardees, two orders
granting awards to whistleblowers located outside the United States, and one award based in part
on related actions brought by another regulator. Including these 11 Final Orders granting
awards, during the Period the Commission issued a total of 72 Final Orders addressing 96

whistleblower award applications submitted on Form WB-APP. Of those 96 Forms WB-APP,

5 Federal Accounting Standards do not identify an “income statement” as a financial statement applicable to
the Federal Government. Instead, the Federal Accounting Standards Advisory Board_Statement of Federal Financial

Accounting Concepts 2 (http://files.fasab.gov/ pdffiles/handbook sffac_2.pdf) identifies the “statement of net cost”
as the equivalent financial statement. A “statement of net cost” is included in the attached audited financial
statements.
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16 were granted and the remaining 80 were denied. The latter were denied because the
applicants did not meet the requirements of 7 U.S.C. § 26 and 17 C.F.R. § 165.°

Since the inception of the Whistleblower Program, the CFTC has issued 25 orders
granting a total of more than $120 million in awards. The Commission actions associated with
those awards have resulted in sanctions orders totaling nearly $1 billion. Below is an overview
of the whistleblower awards made by the Commission during the Period.

Award to Whistleblower Who Provided Substantial But Incomplete Assistance

On October 24, 2019, the Commission issued an order for an award to a whistleblower
whose information led the CFTC to open an investigation ultimately resulting in the covered
action. In his/her Tip, Complaint, or Referral Form (“Form TCR”), the whistleblower identified
and discussed “red flags” regarding the firm at issue, particularly with respect to its conduct in
seeking new employees and requesting new client referrals. After the investigation was opened,
the whistleblower provided additional assistance to the Division of Enforcement, including by
providing documents, such as text messages and account statements, and by participating in
telephonic interviews with Division staff. However, the whistleblower declined to provide a
declaration in support of an enforcement action, thereby reducing the degree of assistance and
leading to a reduction in the whistleblower award.’

Award of Approximately $1 Million to Whistleblower Who Was Original Source

On December 19, 2019, the Commission issued an order for an award of more than $1
million to a whistleblower whose tip helped expose a scheme that violated the CEA and

eventually led to the CFTC filing charges. The whistleblower was the original source of

6 Of the applications that were denied, 59 did not relate to a Notice of Covered Action (“NCA”), a final
judgment in a “related action” (as defined in 17 C.F.R. § 165.2(m) (2020)), or a previously filed Form TCR, and so
were addressed through a streamlined process under 17 C.F.R. § 165.7(e).

7 See CFTC Whistleblower Award Determination 20-WB-01 (Oct. 24, 2019).
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information that the Commission received from another regulator, and he/she ultimately
provided information directly to the CFTC. Although the conduct the whistleblower reported did
not itself form the basis for CFTC charges, the information provided by the whistleblower led to
evidence of the violation resolved by the covered action.?

Award to Whistleblower Who Provided Crucial Information

On April 20, 2020, the Commission issued an order for an award to a whistleblower who
provided information that was sufficiently specific, credible, and timely to cause the Commission
to open an investigation. The CFTC brought a successful covered action based in part on
conduct that was the subject of the whistleblower’s original information. The whistleblower also
provided Division of Enforcement staff with assistance during the course of their investigation,
including crucial information on which staff relied heavily as evidentiary support for the covered
action.®

Award of More Than $2 Million Shared Among Four Whistleblowers

On May 1, 2020, the Commission issued an order for an award exceeding $2 million to
be shared among four whistleblowers. The whistleblowers jointly submitted a tip to the CFTC,
and each individually provided significant, ongoing assistance to the Division of Enforcement.
The award recognized the contributions of the whistleblowers to the covered action and to

related actions brought by another regulator.©

8 See CFTC Whistleblower Award Determination 20-WB-02 (Dec. 19, 2019); CFTC Press Rel. No. 8098-
19, “CFTC Awards More Than $1 Million to Whistleblower.” https://www.cftc.gov/PressRoom/Press
Releases/8098-19.

° See CFTC Whistleblower Award Determination 20-WB-03 (April 20, 2020).

10 See CFTC Whistleblower Award Determination 20-WB-04 (May 1, 2020); CFTC Press Rel. No. 8159-20,
“CFTC Awards More Than $2 Million to Four Whistleblowers.” https://www.cftc.qov/PressRoom/Press
Releases/8159-20.
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Award of More Than $6 Million to Whistleblower

On June 5, 2020, the Commission issued an order for an award of more than $6 million to
a whistleblower who voluntarily provided original information that led the CFTC to bring a
successful enforcement action. The CFTC opened its investigation upon receiving the
whistleblower’s information, which was specific, credible, and timely.!!

Award to Whistleblower Whose Information Led to a Successful Enforcement Action

On June 12, 2020, the Commission issued an order for an award to a whistleblower who
provided information that was sufficiently specific, credible, and timely to cause the Commission
to open an investigation. The CFTC brought a successful covered action based in part on
conduct that was the subject of the whistleblower’s original information. The whistleblower also
provided Division of Enforcement staff with assistance during the course of their investigation.?

Award of More Than $1 Million Split by Two Whistleblowers

On July 20, 2020, the Commission issued an order for an award exceeding $1 million to
be shared by two whistleblowers. The CFTC opened an investigation after the first
whistleblower’s information was deemed to be sufficiently specific, credible, and timely. The
second whistleblower significantly contributed to the matter by providing investigative staff with

first-hand information obtained through participation in the underlying scheme.

1 See CFTC Whistleblower Award Determination 20-WB-05 (June 5, 2020); CFTC Press Rel. No. 8175-20,
“CFTC Announces $6 Million Whistleblower Award.” https://www.cftc.gov/PressRoom/Press
Releases/8175-20.

12 See CFTC Whistleblower Award Determination 20-WB-06 (June 12, 2020).

13 See CFTC Whistleblower Award Determination 20-WB-07 (July 20, 2020); CFTC Press Rel. No. 8208-20,
“CFTC Announces Whistleblower Awards Totaling More Than $1 Million.” https://www.cftc.gov/PressRoom/
PressReleases/8208-20.
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Award of More Than $9 Million to Whistleblower

On July 24, 2020, the Commission issued an order for an award of approximately $9
million to a whistleblower whose specific, credible, and timely tip led the Commission to open
an investigation and ultimately bring a successful enforcement action. This award stands as one
of the five largest granted in the history of the CFTC Whistleblower Program.*

Award to Whistleblower for Exposing Ongoing Fraud

On August 28, 2020, the Commission issued an order for an award to a whistleblower
whose information led the Commission to open an investigation into ongoing fraudulent activity
and successfully bring an enforcement action. In addition to the initial tip, the whistleblower
also provided extensive assistance, including documents that were essential to establishing
wrongdoing. This additional support enabled the CFTC to take action more quickly and
conserve resources. ™

Award Split by Two Whistleblowers, One Domestic, One International

On September 4, 2020, the Commission issued an order for an award to two
whistleblowers whose specific, credible, and timely information led the CFTC to open an
investigation, and whose continued assistance helped lead to a successful enforcement action.
One whistleblower, based in the United States, first alerted the CFTC to the wrongdoers’
fraudulent activity, and that whistleblower continued to provide helpful information and
documents the Division of Enforcement may not have otherwise obtained. A second

whistleblower, based overseas, subsequently provided the CFTC with information about an

14 See CFTC Whistleblower Award Determination 20-WB-08 (July 24, 2020); CFTC Press Rel. No. 8213-20,
“CFTC Awards Approximately $9 Million to Whistleblower.” https://www.cftc.gov/PressRoom/Press
Releases/8213-20.

15 See CFTC Whistleblower Award Determination 20-WB-09 (Aug. 28, 2020); CFTC Press Rel. No. 8233-
20, “CFTC Awards Whistleblower for Exposing Ongoing Fraud.” https://www.cftc.gov/PressRoom/Press
Releases/8233-20.
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ongoing fraud being perpetrated by the same wrongdoers as well as their efforts to avoid
detection by the CFTC.1®

Award of About $250,000 to Whistleblower Who Assisted but Delayed Reporting

On September 28, 2020, the Commission issued an order for an award of approximately
$250,000 to a whistleblower who provided significant information that caused the Commission
to open an investigation. The whistleblower also provided substantial assistance to Division of
Enforcement staff throughout the investigation. The award was reduced, however, because the
whistleblower did not promptly report the violations.’

A. Whistleblower Tips and Complaints

The Commission’s Whistleblower Office (“WBO”) received 1,030 whistleblower tips
and complaints on Form TCR during the Period, by mail, facsimile, or through the
Commission’s web portal.*® This record-high total represents a jump of 126% over the 455
Forms TCR received in Fiscal Year (“FY”’) 2019 and an increase of 36% over the previous high-
water mark of 760 in FY 2018. On top of this total, whistleblowers submitted an additional 190
supplements to their Forms TCR during the Period. Figure 1 shows the number of Forms TCR

received each fiscal year since FY 2012.

16 See CFTC Whistleblower Award Determination 20-WB-10 (Sept. 4, 2020); CFTC Press Rel. No. 8239-20,
“CFTC Awards Domestic and International Whistleblowers.” https://www.cftc.gov/PressRoom/Press
Releases/8239-20.

o See CFTC Whistleblower Award Determination 20-WB-11 (Sept. 28, 2020); CFTC Press Rel. No. 8262-
20, “CFTC Awards Whistleblower $250,000.” https://www.cftc.gov/PressRoom/PressReleases/8262-20.

18 See File a Tip or Complaint: https://www.whistleblower.gov/overview/submitatip.
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Figure 1: Forms TCR received by WBO, by fiscal year
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The WBO also received an additional 191 separate non-whistleblower tips and

complaints during the Period,® most often by email to whistleblower@cftc.gov. When

appropriate, the WBO communicates with non-whistleblower correspondents and invites them to
become whistleblowers by submitting a Form TCR. The WBO forwards all tips and complaints
to the Commission’s Division of Enforcement for evaluation and disposition.

During the Period, the WBO received tips and complaints regarding activities such as
failures to supervise; record keeping or registration violations; swap dealer business conduct;
wash trading; solicitation, misappropriation, and other types of fraud; use of deceptive or
manipulative devices in trading; as well as spoofing and other forms of disruptive trading or

market manipulation.

1 This total consists of 127 emails and other non-whistleblower tips and complaints as well as 64 Forms TCR
referred to the CFTC by the U.S. Securities and Exchange Commission.
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B. Whistleblower Award Applications

The WBO posts on its website NCAs for all final judgments and orders entered after July
21, 2010 that impose more than $1 million in monetary sanctions.?® The WBO posted 35 NCAs
during the Period, up from the 31 NCAs posted in FY 2019. During the Period, the WBO
received 140 whistleblower award applications on Form WB-APP. This is an increase of 20%
over the 117 received in FY 2019. Figure 2 below shows the number of Forms WB-APP
received each year since FY 2012.

Figure 2: Forms WB-APP received by WBO, by fiscal year
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C. Whistleblower Education and Outreach Efforts

During the Period, the WBO also continued its efforts to educate stakeholders about the
Whistleblower Program through speeches, web postings, panel and seminar appearances, by
answering questions about the program posed directly to WBO staff, and by attending
conferences and other industry gatherings. The WBQO’s goal is to inform various constituencies
about the existence, benefits, and parameters of the program. Those constituencies include

Commission staff, whistleblowers and their attorneys, industry and professional groups, other

20 17 C.F.R. § 165.7(a).



government agencies, self-regulatory organizations, academia, and potential whistleblowers—
who may be traders as well as hedgers, farmers, ranchers, producers, commercial end users, or
other market participants.

To that end, during the Period, the WBO exhibited at two industry conferences and trade
shows relating to the markets that the CFTC oversees. In addition, during the Period, members
of the WBO presented at three public events attended by members of the global futures, options,
and cleared swaps industry; corporate counsel; the whistleblower bar; and potential
whistleblowers—with the aims of raising the profile of the program and enhancing those
stakeholders’ understanding of the program. These numbers are down somewhat from FY 2019
because the COVID-19 (coronavirus) pandemic limited many of the usual outreach efforts.

The WBO launched https://www.whistleblower.gov, in January 2016. The website

educates the public about the Whistleblower Program, serving as a one-stop-shop for information
about the Whistleblower Program to answer frequently asked questions and offer helpful
guidance on navigating the program.?* It also affords a convenient way for the public to submit
both whistleblower tips about potential violations of the CEA and award applications—on Form
TCR and Form WB-APP, respectively. Additionally, the website outlines whistleblower rights
and protections and guides users through the process of filing a whistleblower tip and applying
for an award. The website also provides users with easy access to the rules and regulations
governing the CFTC’s Whistleblower Program,?? final award determinations, NCAs, and press
releases, while encouraging users to sign up for automatically emailed CFTC Whistleblower

Program updates. As of September 30, 2020, more than 58,000 individuals had registered to

a See, e.g., Things To Know: https://www.whistleblower.gov/news/thingstoknow.
2 The Whistleblower Program rules are codified at 17 C.F.R. pt. 165 (as amended by 82 Fed. Reg. 24,487,

24,496-521 (May 30, 2017)).
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receive emails alerting them to updates on the Whistleblower Program website, such as the
posting of new NCAs. During the Period, the website received almost 292,000 page views.

During the Period, the WBO continued using its website to publish alerts on trending
topics. In addition to the four posted in FY 2019 (covering Bank Secrecy Act/anti-money
laundering, foreign corrupt practices, insider trading, and virtual currencies), the WBO posted an
alert on spoofing in the commodities and derivatives markets.?® The purpose of the alerts is to
inform members of the public about how they make themselves eligible for both financial awards
and certain protections while helping stop violations of the CEA. WBO staff also distributed
relevant alerts at events attended during the Period. These alerts have helped raise awareness of
areas of particular interest to the Division of Enforcement.

As an added dimension of outreach during the Period, the WBO leveraged the CFTC
pages on Twitter and Facebook to publicize these alerts, Things To Know, Frequently Asked
Questions, and other website content through a week-long series of posts in January 2020.
Additional information on the Commission’s social media outreach is provided further below.

D. Whistleblower Office Coordination on Confidentiality in Enforcement

The WBO also plays an important role in protecting whistleblower confidentiality while
allowing the Commission to litigate judicial and administrative actions, and to coordinate its
enforcement efforts with other government agencies and regulators. During the Period, the
WBO considered 298 requests to produce documents from the investigation and litigation files of
the Commission’s Division of Enforcement. Among those, 188 requests involved
whistleblowers, and the WBO found 22 requests to implicate whistleblower-identifying

information. The WBO assisted the Commission’s Division of Enforcement in preparing the

3 These alerts are available on the Whistleblower Program website’s main landing page,
https://www.whistleblower.gov, as well as on a dedicated alerts page, https://www.whistleblower.gov/
whistleblower-alerts.
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documents by removing whistleblower-identifying information or otherwise taking steps to
preserve whistleblower confidentiality. During the Period, the WBO also considered 139
requests from other government agencies and regulators to access documents from the Division
of Enforcement’s files. Among those, 81 requests involved whistleblowers, and the WBO found
15 requests to implicate whistleblower-identifying information. Again, the WBO assisted the
Commission’s Division of Enforcement in making the documents available outside the
Commission consistent with the confidentiality obligations imposed by the CEA and the
Whistleblower Program rules.

I11. CUSTOMER EDUCATION INITIATIVES

The Office of Customer Education and Outreach (“OCEQO”) administers the CFTC’s
customer and public education initiatives. Among its duties, the OCEO supports the
Commission by creating and distributing financial education messages and materials designed to
help customers spot, avoid, and report fraud and other violations of the CEA.

A. Coronavirus Response

Major news events and market uncertainty are opportunities for fraudsters. Expecting a
surge in fraud to follow the economic disruption caused by the coronavirus pandemic, the OCEO
stepped up efforts to identify potential fraud trends and provide timely warnings and other
information to the public. Between March and August 2020, the OCEOQ released four customer
advisories and three articles on its website that focused on coronavirus-related fraud. These
warnings and messages were further amplified through press releases, media stories including
the Wall Street Journal, and social media posts.

Fraud complaints historically increase following significant market downturns. The most
recent example was the 2008-2009 Great Recession. As markets declined—and for years

afterward—the government experienced a significant influx of fraud cases. From 2008 through
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2011, the Federal Bureau of Investigation reported a 52 percent increase in securities and
commodities fraud investigations.?* Similarly, the CFTC saw its enforcement actions grow 155
percent, from 40 actions in 2008 to 102 actions filed in 2012. The markets experienced a similar
shock between February and March 2020.2° Since that time, the CFTC has experienced a
significant increase in fraud complaints.

The OCEO first advised customers in March to be on alert for scams that attempt to take
advantage of coronavirus-related news to build credibility.?® The advisory reminded customers
of common psychological biases and red flags that can be used to identify frauds. It also
recommended that retail traders only do business with registered intermediaries, and provided
information on how to check a firm or individual’s registration status.

In April, the OCEO warned against advance-fee frauds proliferating on social media
platforms.?” These frauds convince victims they have made large profits in a very short amount
of time then require the victim to pay one fee after another to access their “profits.” For
example, an offeror might start by telling victims that if they invest $500 they could earn
$10,000 in a week. The fraudsters show victims fake account balances that grow to meet or
exceed the goals. However, when the customers try to withdraw the funds they first must pay

commissions of up to 20 percent ($2,000), when the customers pay the commissions they are

2 See Federal Bureau of Investigation. Financial Crimes Report to the Public, Fiscal Years 2010-2011.
(https://www.fbi.gov/stats-services/publications/financial-crimes-report-2010-2011).

% Between February and March 2020 the Standard & Poor’s 500-stock index shed 34 percent of its value.

% See Customer Advisory: Be on Alert for Frauds Seeking to Profit from Market Volatility Related to
COVID-19

(https://www.cftc.gov/L earnAndProtect/AdvisoriesAndArticles/fraud _alert profit from_market volatility covid 1
9.htm).

27 See Customer Advisory: Beware of Fee Scams Targeting Workers Sidelined by COVID-19
(https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/CustomerAdvisory CoronaFees.htm).
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told they must pay a 15 percent tax ($1,500), and so on. The fees continue until the victims stop
paying.

Other advisories informed customers to learn the unique risks related to commodities
trading before investing in commodity-backed exchange-traded products,? and to avoid schemes
that encouraged taking distributions from retirement savings plans under the Coronavirus Aid,
Relief, and Economic Security Act (the “CARES Act”) to speculate in gold or silver.?®

Web articles during this period included tips for people in isolation to avoid fraud, six
steps customers should take if they discover they have been a victim of fraud,* and how to spot
and avoid recovery fraud, when government imposters or companies claim they can recover
money lost to previous frauds for a fee.3!

B. A Newly Redesigned Learn & Protect Section of cftc.gov.

In FY 2020, the OCEO decommissioned the smartcheck.gov website and moved much of
the site’s content to cftc.gov. The Learn & Protect section® of cftc.gov was reorganized with
new pages and content types to accommodate the material and tools that were transferred and
updated. For example, the primary feature on smartcheck.gov was the ability to check the CFTC
registration status of firms and individuals. Similar functionality did not exist on cftc.gov, so the

OCEO launched cftc.gov/check, a page that explains why registration is important, explains the

8 See Customer Advisory: Learn About Risks Before Investing in Commaodity ETPs or Funds
(https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/CustomerAdvisory CommodityETPs.htm).

% See Customer Advisory: Beware of Gold and Silver Schemes Designed to Drain Your Retirement Savings

(https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/CustomerAdvisory COVID19PreciousMetals.htm).

3 See Article: 6 Steps to Take after Discovering Fraud
(https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/6Steps.html).

81 See Don’t be Re-Victimized by Recovery Frauds

(https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/RecoveryFrauds.html).

32 See https://www.cftc.gov/LearnAndProtect.
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relationship between the National Futures Association (“NFA”) and the CFTC,? and provides a
link to NFA’s BASIC database.®* The page also features an expandable Frequently Asked
Questions area that includes how to check registrations for other entities, such as broker/dealers,

registered investment advisors, and digital asset spot market websites.

cftc.gov/check

BR.iICFTC =

COMMODITY FUTURES TRADING COMMISSION e 0 o o o

About the Industry Law & Market Data & Forms & Leam & News &
CFTC Oversight Regulation Economic Analysis Submissions Protect Events

Learn & Protect Be Smart: Check Registration & Backgrounds Before You Trade D
Check Registration & Before working with any person or firm to trade in commodity futures, commodity
Disciplinary History pools, options, forex, or other derivatives, verify that the entity is properly ‘N

registered with the CFTC. The Commodity Exchange Act requires certain firms
Submit a Tip and individuals to be registered with the CFTC. Registration and examination of

intermediaries is conducted on behalf of the CFTC by the National Futures
Association (NFA) under the supervision of the CFTC.

Reparations Program

Do a Check
RED List

Visit the NFA BASIC database to check

Advisories & Articles
* Registration

Videos « Disciplinary or regulatory history
« Financial information

Publications

First Things First

Verify the registration status and disciplinary history of the person or firm selling a
product or strategy before researching the risks or potential returns of the trade
itself

While registration and a clean disciplinary record won't protect you from fraud,
most scams involve unregistered entities, people, and products,

For more information, review the frequently asked questions and answers below.

Registration FAQs

Who needs to be registered? Show @
Why is registration important? Show @
What if a firm, trading platform or advisor is not registered? Show @
What should | do if | suspect fraud? Show @

The new cftc.gov/check page enables customers to check the
registration status of firms or individuals, provides context on
the importance of registration, and includes frequently asked
questions for additional information.

3 NFA is a registered futures association and the industrywide, self-regulatory organization for the U.S.

derivatives industry. Registration and examination of intermediaries is conducted on behalf of the CFTC by the NFA
under the supervision of the CFTC.

34 BASIC is a free tool that NFA Members and investors can use to research the background of derivatives
industry professionals. The database contains CFTC registration information, NFA membership information,
regulatory actions and information concerning certain types of customer claims.
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An updated and improved Registration Deficient (“RED”) List, another innovation from
the smartcheck.gov website, also migrated to cftc.gov.®® First approved by the Commission in
2015, the RED List was developed to help customers identify unregistered non-U.S. entities that
appear to be acting in a capacity which requires registration with the CFTC. Improvements to
the tool include:

e Shorter introductory text, which adheres to Federal plain language guidelines and web
design best practices.

e Providing each RED List entity with its own page that displays the entity’s home page
and web address, country of origin, owners and operators of the site if known, the
products offered, and date it was added to the RED L.ist.

e Each entity page also includes information about the significance of being on the RED
List, why registration is important, and how to report tips about fraud or other suspicious
websites that should be reviewed as potential RED List entries.

e Each entity page also includes information that improves its visibility to mainstream

search engines, and extends RED List warnings to search result descriptions.

Other educational improvements to the Learn & Protect section include a new Advisories
& Avticles page®® that can be easily sorted or searched by topic, an updated Reparations Program

page,®’ Videos,* and Publications.*

% See https://www.cftc.gov/L earnAndProtect/Resources/Check/redlist.htm.

% See https://www.cftc.gov/L earnAndProtect/article_and_advisory/index.htm.
37 See https://www.cftc.gov/L earnAndProtect/ReparationsProgram/index.htm.
38 See https://www.cftc.gov/L earnAndProtect/videos/index.htm.

3 See https://www.cftc.gov/LearnAndProtect/Publication/index.htm.
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The new cftc.gov RED List warns customers about
unregistered non-U.S. entities that appear to be acting in a
capacity which requires registration with the CFTC.

In late September, the OCEOQ also helped produce a dedicated web page for agricultural
customers.*® The page contains checklists and advisories that could help customers select
registered brokers or advisors, review monthly or quarterly account statements for errors or
inappropriate activity, spot and avoid potential frauds, and better understand commodity pools or

commodity-based exchange traded products. The page also features articles on how to find free

or low-cost educational opportunities from reputable sources, as well as a collection of

40 See https://www.cftc.gov/Agriculture.
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educational resource links available from universities, industry, nonprofit organizations, and the
federal government.

Since the relaunch, the Learn & Protect section has attracted at least 80,000 page views.*!
Among the most visited pages are the Check Registration page (13,000 page views), RED List
(9,000 page views), and Fraud Tips and Complaints (7,200 page views).

C. Outreach

As part of the migration of educational material to cftc.gov, the OCEQ’s social media
outreach also transitioned to CFTC pages on Twitter and Facebook. To coincide with the
transition, a new social media strategy was launched to satisfy the anti-fraud and educational
needs of current social media followers and potential new followers by providing content for
investors at all knowledge levels. The OCEQ achieves this by disseminating information as
weekly topics that introduce followers to a subject and then provide more in-depth information
on the topic throughout the week. The new strategy also includes rotating weekly reminders
about several important topics such as checking the background of a financial professional and
submitting a tip to the CFTC. The CFTC’s Twitter handle has more than 45,000 followers and
the CFTC’s Facebook page has nearly 30,000 followers.

Direct customer outreach by the OCEO has been limited by pandemic-related restrictions
on travel and large gatherings. Nevertheless, the OCEO continues to work with other federal
agencies and international regulators®? to strengthen investor education. Prior to the pandemic,
the OCEO represented the agency at multiple events and the OCEO has presented at CFTC

advisory committee meetings. Throughout the Period, the OCEO coordinated its efforts and

4 Web analytics are for the period from April 1 through September 23.

42 The OCEO represents the CFTC on the International Organization of Securities Commissions (“IOSCQO”)
Committee on Retail Investors (“Committee 8”).
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resources with other member agencies of the Financial Literacy and Education Commission
(“FLEC”), as well as supported the 2020 update to the U.S. National Strategy for Financial
Literacy,*® which encourages agencies to take leadership roles that support and inform the
country’s financial education infrastructure by:

e Promoting best practices;

e Sharing evidence;

e Creating specific resources, where appropriate; and

e Deploying policy solutions.

With this role in mind, the CFTC began participating in a liaison capacity on the
Advisory Council of Futures Fundamentals, an educational website** that aims to help build a
baseline understanding of the futures industry and engage the next generation of market
participants. CME Group developed the website and works with Discovery Education to
disseminate information to educators. Partners on the project include the National Futures
Association, the Futures Industry Association, the Institute for Financial Markets, and the
Intercontinental Exchange. The Advisory Council guides the nonprofit educational website’s
content and other programming to ensure it fosters understanding of the futures and derivatives
markets for learners of all ages. In its role as liaison, the OCEO fosters collaboration by
attending Advisory Council meetings and serving as a subject matter expert on the subject of
derivatives fraud. CFTC assisted in the development of new content for

FuturesFundamentals.org about market regulation, due diligence, and fraud in the markets.

43 See https://home.treasury.gov/system/files/136/US-National-Strateqy-Financial-Literacy-2020.pdf.

a4 See https://www.futuresfundamentals.org/.
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IV. CUSTOMER PROTECTION FUND

As of September 30, 2020, the Fund had an ending balance of $117,027,972:

Description FY 2020
Balance of the Fund at the beginning of the Period: $125,439,162
Amounts deposited into, or credited to, the Fund during the Period: $0

Amount of earnings on investments of amounts in the Fund during the $1,082,980
Period:

Amount paid from the Fund to whistleblowers during the Period for claims | ($2,227)%
not reported in prior years:

Amount paid from the Fund for customer education initiatives during the ($1,534,307)
Period:

Amount of unpaid customer education initiatives expenses incurred during | ($226,442)
the Period:

Amount paid from the Fund for administrative expenses during the Period: | ($2,592,421)%

Amount of unpaid administrative expenses incurred during the Period: ($1,117,899)%

Amount of unpaid claims to Fund resources accrued during the Period for | ($4,020,874)%
whistleblower claims not reported in prior years:

Balance of the Fund as of September 30, 2020: $117,027,972

Attached as an Appendix to this report are the audited financial statements for the Fund,
including a balance sheet, a statement of net cost, a statement of changes in net position, a

statement of budgetary resources, and a supplementary cash flow analysis schedule.

4 $27,262,890 was disbursed from the Fund for whistleblower awards during the Period. The cash disbursed
included $27,260,663 in awards that were previously reported as pending claims or accounts payable as of
September 30, 2019, and an additional $2,227 in new amounts awarded and disbursed during FY 2020.

46 The administrative expenses of the WBO and the OCEO are charged to the Fund pursuant to GAO
Decision B-321788, 2011 WL 3510145 (Comp. Gen. Aug. 8, 2011).

4 Unpaid administrative expenses include amortization of software which is not a future disbursement.

48 The amount of unpaid claims to Fund resources of $4,020,874 consists of final whistleblower awards due

and payable plus the amount of new awards preliminarily determined by the Commission as of September 30, 2020,
but not issued as final awards during the Period.
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